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OBAMACARE EMERGENCY: STABILIZING THE
INDIVIDUAL HEALTH INSURANCE MARKET

WEDNESDAY, FEBRUARY 1, 2017

U.S. SENATE,
COMMITTEE ON HEALTH, EDUCATION, LABOR, AND PENSIONS,
Washington, DC.

The committee met, pursuant to notice, at 10:03 a.m. in room
SD-430, Dirksen Senate Office Building, Hon. Lamar Alexander,
chairman of the committee, presiding.

Present: Senators Alexander, Burr, Collins, Cassidy, Young, Rob-
erts, Murkowski, Scott, Murray, Casey, Franken, Bennet, White-
house, Baldwin, Murphy, Warren, Kaine, and Hassan.

OPENING STATEMENT OF SENATOR ALEXANDER

The CHAIRMAN. The Senate committee on Health, Education,
Labor, and Pensions will please come to order.

Today, we are holding a hearing on what we can do to stabilize
the individual health insurance market which, in some States, is
in an emergency condition.

Senator Murray and I will each have an opening statement, and
then we will introduce our witnesses. We thank you very much for
coming. Afterwards, we will go to a 5-minute round of questions.

I have a prepared statement, but let me try a little different ap-
proach today.

For 6 years, Republicans and Democrats have been fighting like
the Hatfield’s and McCoy’s over the Affordable Care Act, which we
call Obamacare. We are very good at this. We can make our
speleches in our sleep and cast many votes on either side of the
aisle.

I received a letter from Senator Kaine and, I think, a dozen other
Democratic Members of the Senate saying, “We would like to work
with you as you Republicans begin to take a look at the Affordable
Care Act and make changes in it.”

I responded to him to say I would like to do that.

Now, I am not a naive person and I know that it is not easy to
move from the Hatfield’s and McCoy’s to working together on this
issue. But if there is one area where we ought to be able to do that,
it is with the individual market and the problems that we have
with it because it is a relatively small part of our healthcare sys-
tem.

Just while I have this up, and I gave it to Republican Senators
and I am glad to give it to Democrats too, so we will have an idea
of what we are talking about.

o))
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Medicare is 18 percent and in the discussions that we are hav-
ing, at least I am having and most of the people I talk to, is about
changing our healthcare system, or repealing, or replacing
Obamacare. We are not talking about Medicare. So that leaves
three.

Go down here to the Medicaid area. Most of the conversation we
are having about Medicaid is about more flexibility for States. That
can be discussed separately.

The employer market, most of that is not in crisis, although the
small group market, which is this relatively small part of that,
could stand a lot of work.

But where the trouble is—and what I would like and what this
hearing is about—is the individual market, the people who buy in-
surance themselves in the individual market. They are too young
for Medicare. They are not covered by Medicaid. They do not have
insurance through their employer, which is where most people get
their insurance. So they are in the individual market. That is about
6 percent of everybody in the country who has insurance. So, 4 per-
cent of the 6 percent, or two-thirds of the 6 percent, and 4 percent
of everybody insured are in the Obamacare exchanges.

That is the focus for today. And as far as I am concerned, I am
focusing on the individual market especially exchanges because I
understand that what happens in the exchanges affects the rest of
the individual market. So that gets us up to about 18 million peo-
ple. It is a small, small percentage of everybody who has insurance,
but these are all real people and they are in trouble if we do not,
at least in our State of Tennessee, if we do not take some steps.

I would just say to my colleagues that I am certainly willing to
try to do as we have often done here on big issues about which we
have had historic agreements, and that is look for areas of willing-
ness to work together.

Again speaking for myself, I think we are going to have to take
some action pretty quickly. It is going to have to be consensus ac-
tion, which means it is going to have to get more than 60 votes.
It is going to be the kind of thing that I hope was mentioned in
the letter that Senator Kaine and others wrote to me.

It can be done just affecting the individual market without argu-
ing about the whole rest of the American healthcare system. It can
be done temporarily. It can be done, in effect, to stabilize that mar-
ket for 2 or 3 years while we discuss everything else.

I think it means that Republicans are going to have to approve
some things we normally might not support and Democrats are
going to have to do some things they normally might not do during
this transition. But that might be a good step toward the kind of
legislating that we were accustomed to doing in this committee.

The only other things I would say are these. In my home State
of Tennessee in September 2016—and we are going to hear more
about this from Julie McPeak, the State Insurance Commissioner—
we woke up one morning and Blue Cross Blue Shield announced
that it was pulling out of Nashville, Memphis, and Knoxville. That
is 131,000 people who had Blue Cross insurance, and in the indi-
vidual market, and they would not be able to buy it in 2017. So
they do not have that option this year.
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That is an alarm bell in every one of those homes. I mean, it is
a lot of trouble when you lose your insurance option. And in two-
thirds of our counties in Tennessee, people who buy their insurance
through the exchanges only have one option now. And that is true
in one-third of the counties across the country.

What we are told is that unless we take action fairly quickly—
and that is what I want to hear from our witnesses today—that we
may reach a situation in 2018 where many Americans have a sub-
sidy through the Affordable Care Act to buy insurance in the indi-
vidual market, but they do not have any insurance to buy. It would
be like having a bus ticket in a town where no buses run. Right
now, in two-thirds of our counties, we have only one bus running
through town and in 2018, we might have zero. That is the prob-
lem to solve.

It does not make as much difference to me whose fault that is.
I can make a pretty good speech about that and you could make
a pretty good speech saying why it is not your fault or it is our
fault.

The question the American people want to know, particularly if
they are of the 11 million people in the exchanges or the 18 million
in the whole individual market is, “Well, what are you going to do
about that?”

Some of the things can be done by the Secretary of Health and
Human Services. I would like to include in the record a list of
Health Insurance Reform Regulatory Changes from the National
Association of Insurance Commissioners which has specific rec-
ommendations on how to stabilize markets including providing
more State flexibility and improving the regulatory environment.

[The information referred to was not available at press time.]

Some of it will have to be done by us. We will have to agree on
it.

That is a subject I hope we can discuss today. While there is a
lot to say about Medicaid, there is a lot to say about the employer
market. There are fine speeches to be made defending Obamacare
and attacking Obamacare. And Senators have a right to make
those speeches, and witnesses have a right to say what they want
to say.

But for me, the most helpful thing that could happen today is for
you to answer these questions.

No. 1, is there really trouble in the individual market in our
country, and in what States, and in how many States? No. 2, spe-
cifically, what should we do about it? And No. 3, by when do we
have to do it?

One insurance commissioner told me that if we did not act by
April of this year, there would not be insurance sold in his State
next year, which is 2018. In other words, people would be sitting
there in that State with their bus ticket and no bus to get on.

That is what I hope the hearing is about. I hope and say, I thank
Senator Kaine and others for their letter. It is in the spirit of the
way Senator Murray and I have worked on a lot of issues over the
last couple of years. I realize this is a contentious issue and I real-
ize this is a contentious time, but things change. And when people
need help, we are supposed to provide it.
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I thank the witnesses for coming and so many Senators for being
here.
Senator Murray.

OPENING STATEMENT OF SENATOR MURRAY

Senator MURRAY. Well, thank you very much, Chairman Alex-
ander for holding this hearing. I appreciate your opening remarks.

I like what you said. I think the individual market is a challenge.
It always has been.

Before the ACA, no one could get insurance, and if they would
buy insurance, it did not cover what they thought it covered when
they had been paying for it for years. It is a challenge and the ACA
actually provided a way for millions of people to purchase insur-
ance. It did lower the rising costs of insurance to people and it is
an important discussion. I wish that was what was happening, but
I think that is not what Republicans have actually been doing right
out of the box.

We saw in the budget the first week of the session, a move to
go to reconciliation, repeal Obamacare. That is where this Congress
is headed, it is what the President is talking about, and it is the
path we are on. If we take that conversation away and Republicans
stop going down the path of repealing Obamacare, then I think all
of us are interested in a conversation. But just to repeal
Obamacare and then have this discussion, leaves a lot of people in
jeopardy.

I just want to open with that and I want to thank all of our wit-
nesses who are here. Governor Beshear, I especially appreciate you
taking time to share your invaluable personal experience in your
State. I want to thank all of our colleagues and I want to thank
our colleagues who joined us for the pre-hearing press conference.
I thought it was important to hear this morning from real families
and doctors about the devastating impact that ripping apart our
healthcare system would have on them and millions across the
country.

Since the election, I have heard from so many families in my
State who come up to me with tears in their eyes about a wide
range of issues facing our Nation. And one sentiment I have heard
over and over again is worry and fear about what is going to hap-
pen to their healthcare.

I am going to share just one of my constituents’ stories. I think
it bears repeating because it truly speaks to the angst so many
families are feeling right now.

Two years ago, Brice, who is a constituent of mine who lives in
Seattle, was kayaking in West Virginia and he injured his back.
Several months later, that pain in his back had not gone away.
After a visit to the hospital, what doctors first suspected was only
a stubborn muscle sprain ended up being a very rare type of bone
cancer called Ewing’s sarcoma.

As we can all imagine, to him, that was pretty terrible hearing
that news. Thankfully, he said his family had insurance because of
the Affordable Care Act. And today, Brice is getting excellent treat-
ment at Seattle Children’s Hospital where doctors have been able
to ease some of his pain, and he is beginning to respond to chemo-
therapy.
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Brice is almost 18. He is going to need care, very expensive care,
for the rest of his life. Brice and his family are gravely concerned
that if Republicans continue down the path of dismantling our
healthcare system with no plan with what to do instead, the pre-
existing conditions that we fought so hard for in the Affordable
Care Act will be undermined as well. And if that were to happen,
Brice’s dad said he does not know how they will be able to afford
healthcare or get the benefits and treatments that Brice is going
to need for a long time.

Mr. Chairman, they and the nearly 32 million people who stand
to lose their healthcare deserve security. They deserve certainty
and not empty promises.

It is my hope that we will be able to have an open, honest discus-
sion today about what is at stake for millions of families and their
healthcare. That all of us, Democrats and Republicans, prioritize
what is best for them, not what is best for politics.

Repealing the affordable healthcare plan with no plan to replace
it will create chaos throughout our healthcare system. That is not
just my view. It is not just Senate Democrats’ view. It is a view
shard by the majority of independent policy experts, hospitals, in-
surers, including State leaders from both parties across the coun-
try.

Republican Governors from Alabama, Arizona, Idaho, Nevada,
Ohio and many others agree that an abrupt repeal of the law
would be devastating. That is why Democrats on this committee
thought we should hear a Governor’s perspective today, the former
Governor of Kentucky, Steve Beshear, who will speak to the dam-
ag}? repeal of the Affordable Care Act will do to his State and many
others.

Here is what we already know. Premiums will skyrocket by as
much as 25 percent in the first year of repeal and 50 percent over
the next 10 years according to the recent report by the CBO. Out-
of-pocket prescription drug costs will rise as will healthcare costs
overall. Patients with pre-existing conditions, like Brice who I just
talked about, will be denied care. Those are facts. No serious ex-
perts deny that.

Yet President Trump, and some of my Republican colleagues
here, continues to double-down on repeal even after it is clear they
cannot agree with what to replace that with. And let us not forget
that Republican policies that are on the table will also cut Medicaid
and defund Planned Parenthood, not to mention ending the guar-
antee of full coverage under Medicare leaving women, and seniors,
and families further exposed.

This just is not my view and I know my Republican colleagues
held a retreat last week to strategize on repeal; we all saw the
news coverage. I think it did not go quite as planned and it seems
like they were left with a lot of questions more than answers. And
as one member put it, in a moment of remarkable candor, he said,

“We are telling people that we are not going to pull the rug
out from under them, and if we do this too fast, we are, in fact,
going to pull the rug out from under them.”

And I could not agree more.
In spite of all this and in spite of what the Chairman said about
working together on a small piece of this, President Trump and
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some Republicans are still rushing ahead to rip apart the
healthcare system without a plan for the aftermath.

I want to be very clear. While my colleagues on the other side
of the aisle do not have a plan, they are now creating Trumpcare
by sabotage. It is a broken system of chaos and uncertainty that
will hurt, not help, families and it is increasingly a broken promise
from the President who said he would deliver better healthcare at
lower costs and vowed to ensure, “Insurance for everybody.”

On his first day in office, President Trump signed an Executive
order which overturned vital consumer protections threatening the
health and financial security of millions of families. Before Presi-
dent Trump’s Executive order, families could count on their health
insurance plan covering a broad range of benefits, maternity care,
preventive care, prescription drugs, mental healthcare. And now,
that guarantee is gone.

Last week, President Trump created even more confusion by pre-
venting families from finding out about their coverage options
when he canceled advertising and consumer outreach efforts. These
outreach activities had already been paid for, but President Trump
still took those ads off the air at the very end of open enrollment
when the largest number of people are looking for coverage and
need help. Open enrollment, by the way, ended yesterday. Who
knows how many more Americans would have found affordable cov-
erage if President Trump had not pulled the plug?

These actions do nothing to clarify the confusion and disarray
among Republicans about their plans to actually replace the Afford-
able Care Act. Instead, what they do is heighten uncertainty for
millions of working families whose access to healthcare hangs in
the balance.

I hope President Trump, and my Republican colleagues, reverse
course and stop pursuing the repeal of the affordable healthcare
system. And if they do not, if they continue rushing to take away
families’ healthcare with no alternative plan, they will be fully re-
sponsible for the chaos and the uncertainty that Trumpcare is al-
ready causing and will continue to cause.

I have no doubt that millions of people who are speaking out
louder than ever against harmful partisan policies will hold them
accountable and Democrats here in Congress will as well. But, of
course, it is families like Brice’s nationwide who will feel the real
impact and the hurt.

I am glad that some of my Republican colleagues here in this
committee are hearing loud and clear from the overwhelming ma-
jority of Americans who do not want to have their lives upended.
Because as I have said many times, if they are truly serious about
helping women, and families, and seniors get quality affordable
care, we are ready to work together as we always have been on real
improvements that need to be made.

The families we serve are making clear they do not want their
healthcare or their lives to be at risk, and they want to see us work
together to get this done right instead. I hope our Republican col-
leagues will stop what they have started, listen, and urge them to
make the right choice.

With that, Mr. Chairman, I have left a packet on each member’s
desk so that everyone has a better understanding of what repeal
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will mean, including some patient testimonies from States, and
data on what repeal will mean for each State. I would like that
submitted for the record.

[The information referred to was not available.]

The CHAIRMAN. It will be. Thank you, Senator Murray.

I am pleased to welcome our four witnesses today. I will give
them brief introductions so we can have more time for their testi-
mony and for the questions the Senators have.

Julie McPeak is the Tennessee Department of Commerce and In-
surance leader. She has been there since 2011. Before that, she
practiced law as counsel to the insurance practice group in a law
firm, and served as executive director of the Kentucky Office of In-
surance. She is president-elect of the National Association of Insur-
ance Commissioners.

Marilyn Tavenner is well-known to this committee. Well today,
she leads America’s Health Insurance Plans, a national association
for the health insurance industry. She served as Administrator of
the Centers for Medicare and Medicaid Services in the Obama ad-
ministration. Before that, she was Secretary of Health and Human
Services in the cabinet of Virginia Governor Tim Kaine, who is a
member of this committee.

Janet Trautwein is the chief executive officer of the National As-
sociation of Health Underwriters representing 100,000 employee
benefit professionals involved in the design, implementation, and
management of health plans all over the United States.

We welcome Governor Steve Beshear, Governor of the Common-
wealth of Kentucky from 2007 to 2015. He launched the Kentucky
Health Benefit Exchange to provide access to insurance under the
Affordable Care Act. He was formerly in the House of Representa-
tives and Lieutenant Governor. He currently practices law in Lex-
ington.

Ms. McPeak, let us begin with you. And if you could each sum-
marize your remarks in about 5 minutes, we will go to a 5-minute
round of questions for each Senator afterwards.

Miss McPeak.

STATEMENT OF JULIE MIX McPEAK, COMMISSIONER, TEN-
NESSEE DEPARTMENT OF COMMERCE AND INSURANCE,
NASHVILLE, TN

Ms. McPEAK. Thank you. Good morning, Chairman Alexander,
Ranking Member Murray, and members of the committee. Thank
you for inviting me to testify this morning.

I am Julie McPeak, commissioner of the Tennessee Department
of Commerce and Insurance. In addition to my responsibilities at
home, I also serve as president-elect of the National Association of
Insurance Commissioners. I participate at the International Asso-
ciation of Insurance Supervisors, and the Federal Advisory Com-
mittee on Insurance. I have spent most of my career in insurance
regulation and I have a strong affinity for our country’s State-based
system of insurance oversight.

My testimony today will briefly highlight Tennessee’s history
with the Affordable Care Act before discussing some practical re-
forms that Congress and the Administration may consider to help
stabilize the individual insurance market in Tennessee.
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First, I would like to share with you the most important message
that I will have for you today, insurance markets do not respond
well to uncertainty. To the extent possible, as you consider ACA re-
forms, it is critical to remain transparent and to minimize sur-
prises in our regulatory system.

Tennessee’s insurance market is struggling. Today we have three
insurance carriers offering policies on our Federally Facilitated
Marketplace. However, in 73 of 95 counties, Tennesseans only have
one FFM option.

Tennesseans have seen rates steadily increase since 2014 culmi-
nating in increases ranging from 44 percent to 62 percent for 2017.
These rates have been fully justified. According to the Department
of Health and Human Services, Tennessee had the highest risk
score in the Nation in 2014 and the second highest in 2015. Fur-
ther in 2014, Tennessee’s premium rates were the second lowest in
the country.

In addition, Tennessee had a co-op that provided coverage from
2014 through the end of 2015 when the Department placed the
company in supervision.

In short, Tennessee’s ACA individual market experience has
meant fewer marketplace carriers and higher priced premiums for
Tennessee consumers.

Tennessee’s experience, which is not unique, suggests a need for
policy change, but the challenge is implementing reforms without
disrupting an already distressed marketplace. If carriers are uncer-
tain of the regulatory landscape for 2018, they may withdraw from
the current rating areas, further restricting consumer choice. This
is not to suggest that Congress and the Administration need to
delay any repeal, replacement, or other modifications to the ACA.

You should return as much flexibility as possible to the States
to address our respective marketplace needs and stabilize the indi-
vidual insurance markets.

A few key areas that could provide immediate assistance to our
marketplace are rating factors, essential health benefits, special
enrollment periods, and grace periods.

As you know, all ACA-compliant plans must offer the same pack-
age of benefits called EHB. You should consider granting to States
the flexibility to redefine EHB so that we may consider a base set
of benefits that would need to be included in a few standard plans,
while also allowing more flexible designs in other available plans.
This approach would allow consumers an option to select a limited
benefit plan that covers basic needs, but not all of the ACA re-
quired benefits.

Congress, and the Administration, should also relax restrictive
age bands that limit premiums based on age to no more than a 3
to 1 ratio; a ratio closer to 5 to 1 or 6 to 1 would provide more rate
flexibility in the market. When coupled with EHB flexibility, may
have the ultimate impact of growing the individual insurance pool
in Tennessee by attracting younger and healthier populations.

Two other issue areas that you could address quickly are special
enrollment periods and grace periods. We all agree that special en-
rollment periods are an absolute necessity for individuals experi-
encing a change in life circumstances. Unfortunately, special enroll-
ment periods have been so broadly interpreted at a Federal level
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that they are almost akin to a permanent open enrollment period,
which allows an individual to access health insurance benefits only
when healthcare is an immediate necessity. Obviously, this has a
negative impact on the overall health of the risk pool.

Extended grace periods have added administrative costs to the
market as well. The 90-day grace period potentially allows a policy-
holder to incur claims well past the time that premium payments
have been discontinued. You should consider shortening the grace
period to around 30 days to provide certainty to the insurance mar-
ket.

In conclusion, the ACA introduced new policies, new concepts,
and at times, new rigidity to our insurance marketplace. Rates
have gone up. Consumer choice and marketplace competition have
gone down.

As this committee continues to work to stabilize individual insur-
ance markets, I would again stress two points. First, States should
be empowered to tailor insurance regulation to our unique market
and medical and insurance community.

Second, please continue to be as open and transparent in this
process as possible. Markets need clarity so we do not see carriers
exiting markets in bulk when they do not know what to expect in
terms of regulation over the next several years.

Thank you for the opportunity to discuss the Tennessee experi-
ence with the committee. I will be happy to answer any questions
that you might have.

[The prepared Statement of Ms. McPeak follows:]

PREPARED STATEMENT OF JULIE MIX MCPEAK
SUMMARY
HIGHLIGHT

Insurance markets do not respond well to uncertainty. To the extent possible as
you consider ACA reforms, it will be important to remain transparent, as today’s
hearing suggests, to engage stakeholders, and to minimize surprises in our regu-
latory system.

TENNESSEE EXPERIENCE

Tennessee’s individual insurance market is struggling. Today we have three in-
surance carriers offering policies on our Federally Facilitated Marketplace (“FFM”).
However, in 73 of 95 counties, Tennesseans only have one FFM option. Competition
in the FFM only exists in three rating areas of the State. This is down from 2016
when we had two carriers offering policies in all of our counties. Tennesseans have
seen rates steadily increase since 2014. Approved rate increases ranged from seven
(7) to 19 percent for 2015; increased up to 36 percent for 2016, and ranged between
44 and 62 percent for 2017. Tennessee’s premium rates have gone from the second
lowest in the country in 2014, to the fifth lowest in 2015, to the 15th lowest in 2016,
and have increased substantially for 2017. Tennessee’s ACA individual market expe-
rience since 2014 has meant fewer marketplace carriers, less competition, and high-
er priced premiums for available products. In addition, we have seen existing FFM
carriers move toward narrower networks, further limiting consumers’ access to pro-
viders of their choosing.

ACA TIMELINE

The Congress and/or Administration need to be keenly aware of the filing dates
that insurance carriers currently expect. Insurance carriers are beginning to make
decisions on their 2018 footprints. Forms and rates must be approved no later than
August 21, 2017. Insurance companies facing significant uncertainty are likely to
pull back their business operations. If carriers are not aware of what the regulatory
landscape may look like for 2018 before the date that they need to decide what to
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offer to consumers in 2018, we may see carriers pull back from the current rating
areas in which they offer services.

MARKET REFORMS

The Congress and/or Administration should return as much flexibility as possible
to the States to address our respective marketplace needs. A few key areas that can
provide immediate assistance to our marketplace include: rating factors, essential
health benefits (EHB), special enrollment periods (SEPs), and grace periods. To help
stabilize insurance premiums, we need young and healthy risks to enter the insur-
ance marketplace. Providing States the flexibility to redefine EHB to bring more in-
novative products to market and then allowing rates to vary more substantially
based on member age could go a long way toward bringing products to market that
will appeal to younger and healthier populations. Addressing SEPs and grace peri-
ods will help provide additional market stability.

INTRODUCTION

Good morning Chairman Alexander, Ranking Member Murray, and members of
the committee. Thank you for inviting me to testify this morning.

I am Julie Mix McPeak. I am commissioner of the Tennessee Department of Com-
merce and Insurance (TDCI). TDCI is comprised of several divisions that regulate
professions ranging from the insurance companies to hair salons, and in my capacity
as commissioner, I also serve as the State’s Fire Marshal. In addition to my respon-
sibilities at home, I also serve as president-elect of the National Association of In-
surance Commissioners (NAIC), as an executive committee member of the Inter-
national Association of Insurance Supervisors (IAIS), and as a member of the Fed-
eral Advisory Committee on Insurance (FACI). I have spent most of my career in
insurance regulation, previously serving as the executive director of the Kentucky
Office of Insurance, and have a strong affinity for the country’s State-based system
of insurance oversight.

My testimony today will briefly highlight Tennessee’s history with the Affordable
Care Act (ACA) before discussing some practical reforms that Congress and/or the
Administration can consider to help stabilize the individual insurance market in
Tennessee. First, I would like to share with you the most important message that
I will have for you today: Insurance markets do not respond well to uncertainty. To
the extent possible as you consider ACA reforms, it will be very important to remain
transparent, as today’s hearing suggests, to engage stakeholders, and to minimize
surprises in our regulatory system.

TENNESSEE’S INDIVIDUAL MARKET

Tennessee’s individual insurance market is struggling. Today we have three in-
surance carriers (BlueCross BlueShield of Tennessee, Cigna, and Humana) offering
policies on our Federally Facilitated Marketplace (“FFM”). However, in 73 of 95
counties, particularly the more rural areas of the State, Tennesseans only have one
FFM option. Competition in the FFM only exists in three rating areas of the State.
This is down from 2016 when we had two carriers offering policies in all of our coun-
ties.

Tennesseans have seen rates steadily increase since 2014. Approved rate in-
creases ranged from seven (7) to 19 percent for 2015; increased up to 36 percent
for 2016, and ranged between 44 and 62 percent for 2017. These rates have been
fully justified, and according to the Department of Health and Human Services
(HHS), Tennessee had the highest risk score in the Nation in 2014 and the second
highest in 2015. The HHS risk score essentially measures the health and health
care utilization of insured populations. Tennessee’s premium rates have gone from
the second-lowest in the country in 2014, to the fifth-lowest in 2015, to the 15th
lowest in 2016, and have increased substantially for 2017.

In addition, Tennessee had a co-op that provided coverage from 2014 through the
end of 2015. A multitude of factors led the Department to place that company under
Supervision and I'm proud to say that as a result of our efforts, while our co-op has
failed, the company should be able to repay the Federal Government a portion of
the moneys allocated for its startup and solvency purposes.

In short, Tennessee’s ACA individual market experience since 2014 has meant
fewer marketplace carriers for Tennessee consumers, less competition across the
State, and higher priced premiums for available products. In addition, we have seen
existing FFM carriers move toward narrower networks, further limiting consumers’
access to providers of their choosing.
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ACA TIMELINE

Tennessee’s experience, which is likely not unique, suggests a need for policy
changes from the Congress and/or Administration. The challenge you will face is in
implementing reforms without disrupting an already distressed marketplace. As I
mentioned previously, insurance companies facing significant uncertainty are likely
to pull back their business operations to the extent possible.

For instance, and again using my home State as an example, if carriers are not
aware of what the regulatory landscape may look like for 2018 before the date that
they need to decide what to offer to consumers in 2018, we may see carriers pull
back from the current rating areas in which they offer services. Such an industry
reaction would result in Tennessee consumers potentially being left with zero FFM
options in certain areas of the State for 2018.

The Congress and Administration need to be keenly aware of the filing dates that
insurance carriers currently expect, absent any changes that may come out of the
Federal Government. Insurance carriers are already beginning to make decisions on
their 2018 footprints. Under existing Federal guidance, carriers must submit “policy
forms,” i.e., the benefit plans that they would like to offer, for review by the State
before May 3, 2017. Rates, again under existing Federal guidance, are currently due
between May 3 and July 17, 2017, as determined by the State. Forms and rates
must be approved no later than August 21, 2017.

This is not to suggest that Congress and the Administration need to delay any
repeal, replacement or other modifications to the ACA. While it would be a signifi-
cant challenge to implement policy changes for the already underway 2017 plan
year as consumers have selected plans, made payments, and started to receive med-
ical services, there are changes that I will discuss next that the Congress and Ad-
ministration should consider.

INDIVIDUAL MARKET REFORMS

The Congress and/or Administration should return as much flexibility as possible
to the States to address our respective marketplace needs as you consider revisions
to the ACA. As that concept is more broadly considered, there are certain areas that
Congress and the Administration could address in the short- and long-term future
that would help stabilize Tennessee’s individual insurance market. I would like to
focus on a few key areas that I believe can provide immediate assistance to our mar-
ketplace: rating factors, essential health benefits (EHB), special enrollment periods
(SEPs), and grace periods.

As you know, all ACA-compliant plans must offer the same package of benefits,
called EHB. Insurance carriers largely do not compete anymore on innovative ben-
efit packages, but rather they compete on networks, price, and name recognition.
The Congress and/or Administration should consider granting States the flexibility
to redefine EHB. Should the State be provided a blank slate to define EHB, we may
consider a base set of benefits that would need to be included in a few standard
plans while also allowing more flexible designs in other available plans. This ap-
proach would allow consumers to select from broader benefit plans, while also poten-
tially providing an option to select a limited benefit plan that will still cover the
basics such as hospitalizations, physician visits, and mental health care, but may
not provide all of the benefits that are currently required of all ACA-compliant
plans.

Congress and the Administration should relax restrictive age bands that have cre-
ated a situation where premiums can only differ based on age by no more than a
3:1 ratio. Providing more flexibility to insurance regulators and carriers in how indi-
viduals are rated, even while keeping prohibitions against discrimination based on
pre-existing conditions, may help stabilize insurance markets. Ratios closer to 5:1
or 6:1 would provide more rate flexibility in the market and when coupled with EHB
flexibility may have the ultimate impact of growing the individual insurance pool
in Tennessee. Today 51 percent of Tennessee’s individual market is 45 years of age
or older. To help stabilize insurance premiums, we need young and healthy risks
to enter the insurance marketplace. Providing States the flexibility to redefine EHB
to bring more innovative products to market and then allowing rates to vary more
substantially based on member age could go a long way toward bringing products
to market that will appeal to younger and healthier populations.

Two other issue areas that the Congress and/or Administration could address
quickly to the benefit of individual insurance markets are SEPs and grace periods.
We all agree that special enrollment periods are an absolute necessity for individ-
uals who experience a change in life circumstances. Situations like childbirth, mar-
riage, and a change in employment should clearly create a SEP allowing an indi-
vidual to apply for coverage outside of traditional open enrollment periods. Unfortu-
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nately, reports suggest that SEPs have been so broadly interpreted at the Federal
level that they are almost akin to a permanent open enrollment period. Broadly de-
fined SEPs discourage individuals from applying for coverage during open enroll-
ment periods and instead allow individuals to access health insurance benefits only
when health care is an immediate necessity. This obviously has a negative impact
on the overall health of the individual market pool if coverage is purchased only
when necessary to cover procedures or treatment.

Extended grace periods have had the unintended consequence of adding adminis-
trative costs to insurance carriers. The 90-day grace period potentially allows gam-
ing of the insurance system by allowing a policyholder to stay on a plan well past
the time that premium payments have been discontinued. Congress and/or the Ad-
ministration should considering shortening that grace period to around 30 days to
provide certainty to insurance markets.

CONCLUSION

The ACA introduced new policies, new concepts, and at times new rigidity to our
insurance marketplace. Rates have gone up, consumer choice and marketplace com-
petition has gone down. While policies are more robust than pre-ACA policies and
so-called grandfathered plans, policy options and regulation has become more of a
one-size-fits-all, Washington, DC-approach, rather than an innovative and flexible
State-based solution.

As this committee continues its work to stabilize individual insurance markets,
I would again stress two points. First, States should be empowered to regulate our
markets. Additional flexibility from Congress and the Administration will help the
States tailor insurance regulation to our unique markets and medical and insurance
communities. Second, please continue to be as open and transparent in this process
as possible. Markets need clarity and opportunities like this hearing today can help
provide that clarity so that we do not see carriers exiting markets in bulk when they
do not have an idea of what to expect in terms of regulation over the next several
years.

Thank you again for the opportunity to discuss the Tennessee experience with
this committee. I look forward to your questions on my testimony today and am
happy to provide additional thoughts related to the regulation of insurance markets
and the ACA.

The CHAIRMAN. Thank you, Ms. McPeak.
Ms. Tavenner.

STATEMENT OF MARILYN TAVENNER, PRESIDENT AND CEO,
AMERICA’S HEALTH INSURANCE PLANS, WASHINGTON, DC

Ms. TAVENNER. Thank you, Mr. Chairman, and I will be brief be-
cause many things that Julie discussed I will concur.

Let me start by saying Chairman Alexander, Ranking Member
Murray, and members of the committee, I am Marilyn Tavenner,
president and CEO of AHIP which serves as the national associa-
tion whose members provide coverage for healthcare and related
services to millions of Americans every day. We appreciate this op-
portunity to testify about what is needed to stabilize the individual
health insurance market.

It is clear that certain parts of the ACA have not worked as well
as intended and the individual market does face serious challenges.
It is also true that the ACA has expanded coverage to more than
20 million Americans through expanded Medicaid and through the
individual exchange marketplace.

I am here today to offer our recommendations for both the short-
term solutions, as well as longer term principles for lasting im-
provements.

First and foremost, immediate policy steps are needed to help de-
liver an effective transition and continuous coverage. Strong sig-
nals of certainty can help stabilize this market avoiding even high-
er costs and fewer choices. Specifically we recommend continuing
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to provide subsidies such as the Advanced Premium Tax Credits
and Cost-Sharing Reduction Payments in their entirety. The ab-
sence of this funding would further deteriorate an already unstable
market and hurt the millions of consumers who depend on these
programs for their coverage.

Second, make full Federal reinsurance payments for 2016. This
funding is important for plans to effectively cover the needs of
high-cost patients including those with chronic conditions.

As discussed in my written testimony, while continuing the
CSRP and reinsurance payments are critical, they are not suffi-
cient to ensure stable and workable transition for consumers and
patients. Additional policies such as recalibrating premium sub-
sidies to encourage younger folks to participate, Federal risk pool
funding, and continuous coverage incentives will be necessary to
promote a more stable and workable transition for consumers and
families.

My testimony also outlines longer term principles for lasting im-
provements that can actually deliver real choice, high quality, and
access to affordable care in the individual market.

These policies include bringing down the cost of coverage, guar-
anteeing access to affordable coverage for all Americans including
those with pre-existing conditions, continuous coverage incentives,
effective risk pooling mechanisms, adequate and well-designed tax
credits that promote affordability, and State flexibilities to promote
innovation and choices for consumers.

AHIP, and the health plans we represent, look forward to work-
ing with this committee, with all Members of Congress on a bipar-
tisan basis, and with this Administration as it works to improve
healthcare for all Americans.

We can only achieve this by working together in good faith and
a bipartisan manner to fix critical problems while preserving ex-
panded coverage and enhanced affordability of coverage for millions
of our patients and their families.

Thank you.

[The prepared Statement of Ms. Tavenner follows:]

PREPARED STATEMENT OF MARILYN TAVENNER
EXECUTIVE SUMMARY

Chairman Alexander, Ranking Member Murray and members of the committee,
I am Marilyn Tavenner, President and CEO of America’s Health Insurance Plans
(AHIP). AHIP is the national association whose members provide